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WHY IT MATTERS

With a worst-in-the-nation unemployment rate, Michigan must do everything possible to attract and retain businesses.

State lawmakers faced with a grim economic climate shouldn't adjourn their lame duck session without offering some help to business.
They can begin by reopening the ill-considered Michigan Business Tax (MBT) to fix one serious jobs-killing aspect.

Sen. Nancy Cassis, R-Novi, has introduced legislation that would reverse the particularly nasty provision of the MBT that levies a tax
on taxes. The MBT applies to gross receipts and income. Ms. Cassis wants to end a part of the MBT--unintended in its inception -- that
defines gross receipts to include taxes collected, government bonds and some other categories.

Michigan has the highest unemployment rate in the nation, tied with Rhode Island at 9.3 percent. Yet it remains the only state in the
nation that taxes taxes in this ridiculous manner. We may as well put up a giant "Keep Out" sign at the border for business owners and
their employees. Lawmakers should pass Ms. Cassis' bill as quickly as possible.

At the same time, Sen. Mark Jansen, R-Gaines Township, has introduced a bill that would more quickly phase out an additional charge
slapped on the MBT after the business tax was completed. Under current law, that surcharge will go away in 10 years. Mr. Jansen wants
to get rid of it in three years. The surcharge made up for revenue lost when lawmakers did away with a tax on select services. The
surcharge has increased costs for many businesses, in some cases dramatically.

Both proposed changes would come with considerable costs to the state's strained treasury. Passing Ms. Cassis' bill would reduce
General Fund revenue by as much as $150 million a year, according to a Senate Fiscal Agency analysis.

Mr. Jansen's bill would reduce General Fund receipts by $119 million in the first year, and by $660 million annually by the time the
surcharge is completely phased out in year three, according to the agency.

Taking up Ms. Cassis' bill is, therefore, a more manageable hit to state funding.

Passing Mr. Jansen's bill is essential. But it should wait until the Legislature is ready to tackle the serious reforms that will be called for
to make it work -- after the rushed lame duck session. That means going after costs in state prisons and elsewhere that everyone
recognizes are out of line and must be reduced.

Michigan already faces a deficit this fiscal year that could reach $900 million. The shortfall in the next fiscal year might top $1 billion.

That money will be carved out of budgets for universities, local governments, prisons and other functions essential to the state. Adding
to those shortfalls requires a more substantial plan than the Legislature has advanced thus far.

The MBT continues to stand as a monument to bad lawmaking and poor policy. Lawmakers of both parties and Gov. Jennifer Granholm
share the blame. Fixing at least part of the problem -- the onerous tax on a tax -- can't happen quickly enough. Next year, lawmakers
will have to wrestle with a more serious reform of business taxes and state spending -- or continue to see companies fold and
unemployment rise.
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Comments

brokengovt says...

A tax on a tax? This is not new in Michigan. How about charging sales tax on the Federal tax on fuels in Michigan. Take the price of the
fuel, add the Federal tax, then compute sales tax, then add the other State taxes etc.
Remember, none of the sales tax on road use or fuel taxes goes towards the roads. Yawn......
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